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Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 472.—Last-in, First-out  Rev. Rul. 2000-29 ended on, or with reference to, April 30,

Inventories . 2000.
The following Department Store In-  The Department Store Inventory Price

26 CFR 1.472-1: Last-in, first-out inventories. ~ Ventory Price Indexes for April 2000|ndexes are prepared on a national basis

o were issued by the Bureau of Labor Stagnd include (a) 23 major groups of depart-
LIFO; price indexes; department ftistics. The indexes are accepted by th@ents, (b) three special combinations of

stores. The Aprll 2000 Bureau of Labor Internal Revenue Service, undethe major groups - soft gOOdS, durable
Statistics price indexes are accepted f@ 1.472-1(k) of the Income Tax Regulagoods, and miscellaneous goods, and (c) a
use by department stores employing thgons and Rev. Proc. 86-46, 1986-2 C.Bstore total, which covers all departments,
retail inventory and last-in, first-out in-739, for appropriate application to in-including some not listed separately, ex-
ventory methods for valuing inventoriesyentories of department stores employcept for the following: candy, food,
for tax years ended on, or with referencgg the retail inventory and last-in, first-jiquor, tobacco, and contract departments.
to, April 30, 2000. out inventory methods for tax years

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)
Percent Change

Groups Apr. Apr. from Apr. 1999
1999 2000 to Apr. 2000
1. PieceGoods ------------mmmmmii - 553.1 516.8 -6.6
2. Domestics and Draperies ----------------- 633.8 631.1 -0.4
3. Women’s and Children’s Shoes ------------- 669.4 646.0 -3.5
4. Men'sShoes ----------cmmmmmma i 894.6 919.2 2.7
5. Infants’Wear -------------mmmmoiia oo 617.2 642.5 4.1
6. Women'sUnderwear -------------------- 576.0 576.2 0.0
7. Women'sHosiery ---------------------- 321.9 334.2 3.8
8. Women’s and Girls’ Accessories ------------ 568.9 553.3 -2.7
9. Women’s Outerwear and Girls'Wear --------- 415.5 413.3 -0.5
10. Men'sClothing------------------------ 629.3 615.3 -2.2
11.  Men’s Furnishings - -------------------- 629.2 631.7 0.4
12. Boys’Clothing and Furnishings - ----------- 495.7 497.5 0.4
13, Jewelry - ----mmmmm e 984.0 971.9 -1.2
14, NotionS ---------mm i 778.7 757.6 -2.7
15.  Toilet Articles and Drugs ----------------- 956.1 971.5 1.6
16.  Furniture and Bedding - ------------------ 699.4 680.8 -2.7
17. Floor Coverings -----------=-=«-------- 602.8 607.4 0.8
18. Housewares -------------------------- 802.1 782.1 -2.5
19. Major Appliances ---------------------- 232.8 234.8 0.9
20. Radio and Television - - ------------------ 67.5 60.0 -11.1
21. Recreation and EducatfoR--------------- 99.4 94.9 -4.5
22. Home Improvemerts- - - - - - - - - - - - - - - -- 128.1 128.0 -0.1
23.  Auto ACCESSON@S - - === === === === === 106.8 106.5 -0.3
Groups 1-15: SoftGoods -------------------- 612.3 610.5 -0.3
Groups 16 - 20: Durable Goods ----------------- 454.4 440.3 -3.1
Groups 21 - 23: Misc. GOO#lS------------------ 104.7 101.5 -3.1
Store Total - ------------miiii oo 553.5 547.0 -1.2

1 Absence of a minus sign before the percentage change in this column signifies a price increase.
2 Indexes on a January 1986=100 base.
3 The store total index covers all departments, including some not listed separately, except for the following: camgyofpthdcco, and contract departments.
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DRAFTING INFORMATION Treasury decision (T.D. 8751, 1998-B. Extension of 1999 Principles

o . . C.B. 655 [63 F.R. 1740]) containing tem-
The principal author of this revenue ruImgporary regulations concerning the use of On July 2, 1999, the IRS and Treasury

is Alan J. Tomsic of the Office of Assistant.qrtain tax attributes by a consolidate@ublished in thé-ederal Registera Trea-

Chief Counsel (Income Tax and Account: roup. In part, these regulations provide§!" decision (T.D. 8823, 1999-29 |.R.B.
ing). For further information regarding this ,|ag governing the absorption of genera§4 [64 F.R. 36092]) containing final regu-
revenue ruling, contact Mr. Tomsic on (202}, ,siness credits and minimum tax credittions providing rules governing the ab-
622-4970 (not a toll-free call). carried from separate return limitatiopSOrPtion of certain tax attribute carryovers

years (SRLYs), and eliminated SRLY re_anq carrybacks from separate return Iimi-
_ _ strictions with respect to recapture ofation years (SRLYs). These tax attrib-
Section 1502.—Regulations overall foreign losses (OFLs) and on th&ttes included net operating losses and net

use of foreign tax credits of corporation§@pital losses. The rules also governed

joining a group. Further, this Treasur)}he absorption of recognized built-in

decision contained a final regulation elim!0SSes. These regulations, in part, elimi-

nated the application of the SRLY rules in

26 CFR 1.1502-3: Consolidated tax credits.

T.D. 8884 inating the limitation on credit carryovers THE . g

following a consolidated return change of€1fain circumstances in which the rules
DEPARTMENT OF THE TREASURY  ownership (CRCO). of section 382 also apply (overlap rule).
Internal Revenue Service A notice of proposed rulemaking cross- 1€ IRS and Treasury believe that it is
26 CFR Part 1 referencing the temporary regulations wa@PPropriate to apply a single set of SRLY

published in théFederal Registeron the prmuples.to. alllattrlbutes that are subject
Consolidated Returns— same day (63 F.R. 1803). On March 16° SRLY limitations. Unnecessary com-
Limitations on the Use of 1998, the IRS and Treasury published!€Xity would result from applying differ-
Certain Credits temporary amendments to those consolgnt Principles to different attributes. Ac-

_ dated return regulations (T.D. 87eec0rdingly, this document extends the
AGENCY: Internal Revenue Service ggg 1 C.B. 888 [63 F.R. 12641]) and th@rinciples of the overlap rule of the 1999

(IRS), Treasury. corresponding notice of proposed rulefinal regulations to the general business

ACTION: Final regulations. making (63 F.R. 12717) modifying thecredit and the minimum tax credit. These

, ~ general date of applicability contained ifin@! regulations adopt the mechanism of
SUMMARY: This document contains i}, January 12, 1998, temporary regmé_ubgrouplng and the overlap rule set forth

final regulations regarding certain credit§ions  per the amendment. the Janualy) §1.1502-21 (including the require-
of corporations that become members of 85 1 ggg temporary regl’JIations adhents of coextensive subgroups and con-

consolidated group. The regulations Pr%mended, are generally applicable folemporaneity).
vide rules for computing the limitation

with respect to certain credits earned in gﬁgsggi}agefdthrg t;JertrL%egrzfzrr v,\\;'r;ri?] ngt Dates of Applicability
separate return limitation year (SRLY);998  The amendments provided further The final regulations generally are ap-
and the carryover and carryback of thosg,ijance with respect to consolidated replicable to consolidated return years for
credits to consolidated and separate retUffyn, years beginning on or after Januarwhich the due date of the income tax re-
years. The regulations also eliminate th¢ 1997 for which the income tax returrturn (without extensions) is after March
application of the SRLY rules in certainis qye on or before March 13, 1998. 13, 1998. However, there are some spe-
circumstances in which the rules of sec- oy Aygust 11, 1999, the IRS and Treagial effective dates. The rules contained
tion 383 also apply. sury issued final regulations relating tdn these final regulations (except the over-
DATES: Effective Date These regula- the recapture of OFLs (including eliminadap rule) may be applied optionally to
tions are effective May 25, 2000. tion of any SRLY limitation on such re-years beginning on or after January 1,
Applicability Dates: For dates of ap- capture). (T.D. 8833, 1999-36 |.R.B. 338997. Application of the overlap princi-
plicability, see the “Dates of Applicabil- [64 F.R. 43613]). ples of §1.1502-21(g) is generally effec-
ity” portion of this preamble. This Treasury decision adopts withoutive for consolidated return years for
substantive change the portions of thehich the return (without extensions) is

FOR '_:URT_HER 'N_FORMATION CON- temporary regulations that were issued idue after May 25, 2000.
TACT: Marie C. Milnes-Vasquez, (202) 1998 relating to general business credits

622-7770 (not a toll-free number). and minimum tax credits. with the addi->Pecial Analyses

SUPPLEMENTARY INFORMATION:  tion of the “overlap rule”, discussed in |t has peen determined that this Trea-
Extension of 1999 Principlesf this pre- g, decision is not a significant regula-
amble. This Treasury decision alsqqry action as defined in Executive Order
makes final the rules eliminating SRLY 12866  Therefore. a regulatory assess-
restrictions on the use of foreign tax creds,ant is not requiréd. It is hereby certi-
its, and the rules repealing the consoligeq that these regulations do not have a
On January 12, 1998, the IRS and Treéi_ated retur_n_Change of owne_rshlp prov'gigniﬁcant economic impact on a sub-
sury published in thEederal Registera Sions pertaining to those credits. stantial number of small entities. This

Background and Explanation of
Provisions

A. In General
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certification is based on the fact thaDrafting Information U.S.C. 1502. * * *

these regulations principally affect per- o . Section 1.1502-55 also issued under 26
sons filing consolidated federal income 1he principal author of these regulationg) 5 ¢ 1502, * * *

tax returns that have carryover or carryS Marie C. Milnes-Vasquez of the Office o, 5~ gaction 1.1502-3 is amended as
back of credits from separate return limio Assistant Chief Counsel (Corporate)ty o, ys:

tation years. Available data indicates tha ther personnel from the IRS and Treasury 1. The section heading is revised.

many consolidated return filers are Iarggartlmpated 'T trle|r*diveiopment. 2. Paragraph (b)(3) is added.

companies (not small businesses). In ad- 3. Paragraphs (c), (d), and (e)(3) are
dition, the data indicates that an inSUbAdoption of Amendments to the revised.

stantial number of consolidated return filRegulations The addition and revisions read as fol-
ers that are smaller companies have lows:

credit carryovers or carrybacks, and thus Accordingly, 26 CFR part 1 is amended _ ,

even fewer of these filers have credit ca@s follows: §1.1502-3 Consolidated tax credits.
ryovers or carryback§ t.hat. are subject tBART 1—INCOME TAXES P

the separate return limitation year rules. (b) * * *

Therefore, a Regulatory Flexibility — paragraph . The authority citation for (3) Example The provisions of para-
Analysis under the Regulatory Flexibilitypart 1 is amended by removing the egraphs (a) and (b) of this section may be
Act (5 U.S.C. chapter 6) is not requiredtries for sections 1.1502-3T andjystrated by the following example:
Pursuant to section 7805(f) of the Inter1.1502-55T and adding entries in numeri- Example (i) Corporation P is incorporated on

nal Revenue Code, the notice of proposerhl order to read in part as follows: January 1, 1966. On that same day P incorporates
rulemaking accompanying these regula- Authority: 26 U.S.C. 7805 * * * corporation S, a wholly owned subsidiary. P and S
tions was sent to the Small Business AdSection 1.1502—3 also issued under 2B consolidated retums for calendar years 1966 and
. N L. 67. P’s and S’s credit earned, the consolidated
ministration f_or comment on their |mpactU.S.Q. 1502. ) credit earned, and the consolidated limitation based
on small businesses. Section 1.1502-4 also issued under 2& amount of tax for 1966 and 1967 are as follows:
Credit Consolidated Consolidated
earned credit earned limitation based

on amount of tax

1966:

P $ 60,000

S $ 30,000 $ 90,000 $ 100,000
1967:

P $ 40,000

S $ 25,000 $ 65,000 $ 50,000

(ii) P's and S’s credit earned for 1966 are aggreis allowable to the group under section 38 as a crediequent years. The portion of the consolidated un-
gated, and the group’s consolidated credit earnethr 1967. The consolidated unused credit for 196dsed credit for 1967 which is allowable as a credit
$90,000, is allowable in full to the group as a crediof $15,000 ($65,000 less $50,000) is a consolidatddr 1966 is $10,000. This amount shall be added to
under section 38 for 1966 since such amount is legsvestment credit carryback and carryover to théhe amount allowable as a credit to the group for
than the consolidated limitation based on amount ofears prescribed in section 46(b). In this case thE966. The balance of the consolidated unused credit
tax for 1966, $100,000. consolidated unused credit is a consolidated invedisr 1967 to be carried to 1968 is $5,000. These

(i) Since the consolidated limitation based omrment credit carryback to 1966 (since P and S weremounts are computed as follows:
amount of tax for 1967 is $50,000, only $50,000 ofot in existence in 1964 and 1965) and a consoli-
the $65,000 consolidated credit earned for such yedated investment credit carryover to 1968 and sub-

Consolidated carryback to 1966 $ 15,000
1966 consolidated limitation based on tax $ 100,000

Less: Consolidated credit earned for 1966 $ 90,000
Consolidated unused credits attributable to years preceding 1967 0 $ 90,000

Limit on amount of 1967 consolidated unused credit which may be added as a credit for 1966 $ 10,000

Balance of 1967 consolidated unused credit to be carried to 1968 $ 5,000

2000-24 I|.R.B. 1251 June 12, 2000



(c) Limitation on investment credit car- prior to the particular separate return limicredit earned is therefore $28,000. The group’s con-
ryovers and carrybacks from separate retation year. solidated limitation based on amount of tax for 1968
S . . . . is $50,000. Such limitation recomputed by exclud-
turn limitation years applicable for con- (3) Special effective dateThis para- ing the items of income, deduction, and foreign tax
solidated return years for which the duegraph (c) applies to consolidated returRyegit of T is $30,000. Thus, the amount determined
date of the return is on or before Marchyears for which the due date of the inunder paragraph (c)(2)(i) of this section is $20,000
13, 1998—(1) General rule In the case come tax return (without extensions) is 050,000 minus $30,000). Accordingly, the limita-
of an unused credit of a member of ther before March 13, 1998. See paragragif" ©n the carryover of T's unused credit is
group arising in a separate return limita¢d) of this section for the rule that limits>-2;200: the excess of $20,000 over $8,000 (the sum
. . . . . of T’s credit earned for the taxable year and any car-
tion year (as defined in §1.1502—1(f)) othe group’s use of a section 38 credit Calyovers from prior unused credit years (none in this
such member (and in a separate retumyover or carryback from a SRLY for acase)). Therefore T's $10,000 unused credit from
limitation year of any predecessor of suckonsolidated return year for which the du&966 may be carried over to the consolidated return
member), the amount which may be indate of the income tax return (without exyear without limitation. _
cluded under paragraph (b) of this sectiotensions) is after March 13, 1998. Seizgé'g ;22 é’(;guFssaﬁgvr\‘;gf?rﬁi"c;d:cig;?tesngoerr
(computed without regard to the limita-also paragraph (d)(4) of this section for aBuciion 38 since such amount is less than the consol-
tion contained in paragraph (e) of this semptional effective date rule (generallyidated limitation based on amount of tax, $50,000.
tion) shall not exceed the amount detemaking the rules of this paragraph (c) in- (iii) The group’s consolidated investment credit
mined under paragraph (c)(2) of thisapplicable to a consolidated return yegfa/yover to 1968 is $15,000, consisting of the consol-
section. beginning after December 31, 1996, if th&aed unused credits of the group ($5,000) plus T's
. e . . Separate return year unused credit ($10,000). The en-
(2) Computation of limitation The due date of the income tax return (withOUt;e 15,000 consolidated carryover shall be added to
amount referred to in paragraph (c)(1) oéxtensions) for such year is on or beforg@e amount allowable to the group as a credit under
this section with respect to a member dflarch 13, 1998). section 38 for 1968, since such amount is less than
the group is the excess, if any, of— (4) Examples The provisions of this $§§é%02n(ttgi 2‘50;3300%\’/‘; iﬁgssﬂﬁa;‘:‘:hinli;“s‘;ﬂ
(i) The Ilmltatlon_ based on amo_unt ofparag_raph (c) may be illustrated by th%ateol credit eamed for 1968, $28.000, and unused
tax of the group, minus such limitation refollowing examples: credits arising in prior unused credit years, zero).
computed by excluding the items of in- Example 1(i) Assume the same facts as in the Example 2 Assume the same facts aExample

come, deduction, and foreign tax credit of*amp!e contained in paragraph (b)(3) of this Seq, except that the amount determined under para-
such member: over tion, except that all the stock of corporation T, also raph (c)(2)(i) of this section is $12,000. Therefore,

. . . calendar year taxpayer, is acquired by P on Januafife |imitation on the carryover of T's unused credit
(if) The sum of the investment credit;, 1968, and that P, S, and T file a consolidated res $4,000. Accordingly, the consolidated investment

earned by such member for such consoliem for 1968. In 1966, T had an unused credit ofreit carryover is only $9,000 since the amount of
dated return year, and the unused credi$0,000 which has not been absorbed and is avaits separate return year unused credit which may be
attributable to such member which maﬁble as an investment credit carryover to 1968. Sugljded to the group’s $ 5,000 consolidated unused

. . carryover is from a separate return limitation year egit is $4,000. These amounts are computed as
be carried to such consolidated returB’s and S's credit earned for 1968 is $10,000 eacyows:

year arising in unused credit years endinghg T's credit earned is $8,000; the consolidated

T's carryover to 1968 $ 10,000
Consolidated limitation based on amount of tax minus recomputed limitation $12,000

Less: T’s credit earned for 1968 $ 8,000
Unused credits attributable to T arising in unused credit years preceding 1966 0 $ 8,000

Limit on amount of 1966 unused credit of T which may be added to consolidated
investment credit carryover $ 4,000

Balance of 1966 unused credit of T to be carried to 1969 (subject to the limitation
contained in paragraph (c) of this section) $ 6,000

(d) Limitation on tax credit carryovers (ii) The aggregate of the member’s seof the consolidated tentative minimum
and carrybacks from separate return limition 38 credits arising and absorbed in atbx. If the consolidated section 38(c) lim-
tation years applicable for consolidated re-consolidated return years (whether or natation for a consolidated return year is
turn years for which the due date of the reabsorbed by the member). determined by reference to the consoli-
turn is after March 13, 1998-(1) General (2) Computational rules-(i) Mem- dated net regular tax liability (see section
rule. The aggregate of a member’s unusedakr’s contribution to the consolidated sec38(c)(1)(B)), then a member’s contribu-
section 38 credits arising in SRLYs that aréon 38(c) limitation. If the consolidated tion to the consolidated section 38(c) lim-
included in the consolidated section 38ection 38(c) limitation for a consolidatedtation for such year equals the member’s
credits for all consolidated return years ofeturn year is determined by reference tshare of the consolidated net income tax
the group may not exceed— the consolidated tentative minimum taxminus 25 percent of the quantity which is

(i) The aggregate for all consolidatedsee section 38(c)(1)(A)), then a memequal to so much of the member’s share
return years of the member’s contribuber’s contribution to the consolidated secef the consolidated net regular tax liabil-
tions to the consolidated section 38(chon 38(c) limitation for such year equalsty less its portion of the $25,000 amount
limitation for each consolidated returnthe member’s share of the consolidateslpecified in section 38(c)(1)(B). The
year; reduced by net income tax minus the member’s shargroup computes the member’s shares by

June 12, 2000 1252 2000-24 |.R.B.



applying to the respective consolidated (A) Contribution years Except as pro- dated group may apply the corresponding
amounts the principles of section 155%ided in paragraph (d)(4)(ii) of this sec-provisions as they appear in 1998-1 C.B.
and the percentage method undéeion, a group does not take into account @5 through 661 (see §601.601(d)(2) of
81.1502-33(d)(3), assuming a 100% alloconsolidated taxable year for which thehis chapter) (treating references in such
cation of any decreased tax liability. Thelue date of the income tax return (withoutorresponding provisions to
group must make proper adjustments sextensions) is on or before March 13881.1502-9(b)(1)(ii), (iii), and (iv) as ref-
that taxes and credits not taken into ad998, in determining a member’s (or suberences to §81.1502-9A(b)(1)(ii), (iii),
count in computing the limitation undergroup’s) contributions to the consolidatedand (iv)). Also, in the case of a consoli-
section 38(c) are not taken into account isection 38(c) limitation under this para-dated return change of ownership that oc-
computing the member’s share of the corgraph (d). curs on or after January 1, 1997, in a tax-
solidated net income tax, etc. (See, for (B) Special subgroup ruleln the event able year for which the due date of the
example, the taxes described in sectiathat the principles of §1.1502—-21(g)(1) dancome tax return (without extensions) is
26(b) that are disregarded in computingot apply to a particular credit carryoveron or before March 13, 1998, a consoli-
regular tax liability.) Also, the group mayin the current group, then solely for purdated group may choose not to apply para-
apportion all or a part of the $25,00Qposes of applying paragraph (d) of thigraph (e) of this section and §1.1502—4(qg)
amount (or lesser amount if reduced bgection to determine the limitation withto taxable years ending after December
section 38(c)(3)) for any year to one orespect to that carryover and with respe®1, 1996. A consolidated group making
more members. to which the SRLY register (the aggregatéhe choices described in the two preceding
(ii) Years included in computatior-or of the member’s or subgroup’s contribusentences generally must apply all such
purposes of computing the limitationtion to consolidated section 38(c) limita-corresponding provisions (including not
under this paragraph (d), the consolidatetibn reduced by the aggregate of the menapplying paragraph (e) of this section and
return years of the group include onlyber’s or subgroup’s section 38 credit§1.1502-4(g)) for all relevant years.
those years, including the year to which arising and absorbed in all consolidatetiowever, a consolidated group making
credit is carried, that the member has beerturn years) began in a taxable year fadhe election provided in
continuously included in the group’s conwhich the due date of the return is on 081.1502-9A(b)(1)(vi) (electing not to
solidated return, but exclude— before May 25, 2000, the principles ofapply §1.1502-9A(b)(1)(v) to years be-
(A) For carryovers, any years ending1.1502-21(c)(2) shall be applied withouginning before January 1, 1998) may nev-
after the year to which the credit is carregard to the phrase “or for a carryoveertheless choose to apply all such corre-
ried; and that was subject to the overlap rule desponding provisions referred to in this
(B) For carrybacks, any years endingcribed in paragraph (g) of this section gparagraph (d)(4)(i) other than the provi-
after the year in which the credit arose. 81.1502-15(g) with respect to anothesion corresponding to
(i) Subgroups and successor3he group (the former group).” 8§1.1502-9A(b)(1)(v) for all relevant
SRLY subgroup principles wunder (ii) Overlap rule Paragraph (d)(2)(iv) years.
81.1502-21(c)(2) apply for purposes of thisf this section (relating to overlap with (ii) If a consolidated group chooses to
paragraph (d). The predecessor and succesction 383) applies to taxable years faapply the corresponding provisions re-
sor principles under §1.1502-21(f) alsavhich the due date (without extensionsjerred to in paragraph (d)(4)(i) of this sec-
apply for purposes of this paragraph (d). of the consolidated return is after May 25tion, the consolidated group shall not take
(iv) Overlap with section 383The prin- 2000. For purposes of paragrapinto account a consolidated taxable year
ciples under 81.1502-21(g) apply for pur{d)(2)(iv) of this section, only an owner-beginning before January 1, 1997, in de-
poses of this paragraph (d). For examplship change to which section 383, agrmining a member’s (or subgroup’s)
an overlap of paragraph (d) of this sectioamended by the Tax Reform Act of 198&ontributions to the consolidated section
and the application of section 383 with ref100 Stat. 2085), applies and which re38(c) limitation under this paragraph (d).
spect to a credit carryover occurs if a coisults in a section 383 credit limitation (5) Example The following example
poration becomes a member of a consokhall constitute a section 383 event. illustrates the provisions of this paragraph
dated group (the SRLY event) within six (4) Optional effective date of January 1,(d):
months of the change date of an ownershii®97. (i) For consolidated taxable years Example (i) Individual A owns all of the stock
change giving rise to a section 383 credtieginning on or after January 1, 1997, foff P and T. P is the common parent of the P group.
limitation with respect to that carryoverwhich the due date of the income tax reg acquires all the stock of T at the beginning of Year
. . . . . . T carries over an unused section 38 general busi-
(the section 383 event), with the result thatrn (without extensions) is on or beforeess credit from Year 1 of $100,000. The table in
the limitation of this paragraph (d) doedMarch 13, 1998, in lieu of paragraphs (cparagraph (i) of thi€xampleshows the group’s net
not apply. See §81.1502-21(g)(2)(ii)(A)and (e)(3) of this section (relating to thesonsolidated income tax, consolidated tentative min-
and 1.383-1; see also §1.1502—21(g)(4)eneral business credit), §1.1502—4(f)(3‘t?num tax, and consolidated net regular tax liabili-
. . es, and T's share of such taxes computed under the
(subgroup r_ules). _ _ and _(g)(3) (relating to the foreign taxprinciples of section 1552 and the percentage
(3) Effective date—(i) In general This credit), the next to last sentence Ofethod under §1.1502-33(d)(3), assuming a 100%
paragraph (d) generally applies to consoB1.1502—-9A(a)(2), 81.1502—9A(b)(1)(v)allocation of any decreased tax liability, for Year 2.
idated return years for which the due dat@elating to overall foreign losses), andThe effects of the lower section 11 brackets are ig-
of the income tax return (without exten§1.1502—55(h)(4)(iii) (relating to the alter-"0"€d. there are no other tax credits affecting a

. . . . . . group amount or member’s share, and $1,000s are
sions) is after March 13, 1998. native minimum tax credit), a consoll-gmittzd)
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Year 2 Group P’s T's
share share
of col. 1 of col. 1
1. consolidated taxable income $2,000 $1,200 $800
2. consolidated net regular tax $700 $420 $280
3. consolidated alternative minimum taxable income $4,000 $3,200 $800
4. consolidated tentative minimum tax $800 $640 $160
5. consolidated net income tax $800 $520 $280
6. greater of line 4 or 25% of (line 2 minus $25,000) $800
for the group
7. consolidated §38(c) limitation (line 5 minus line 6) $0

(i) T's Year 1 is a SRLY with respect to the Pdated section 38 credits for Year 2 may not exceesblidated tentative minimum tax. T's contribution is
group. See §1.1502-1(f)(2)(ii). T did not undergdl's contribution to the consolidated section 38(c}280,000 minus $160,000, or $120,000. However,
an ownership change giving rise to a section 38Bmitation. For Year 2, the group determines thébecause the group has a consolidated section 38 lim-
credit limitation within 6 months of joining the P consolidated section 38(c) limitation by reference tétation of zero, it may not include any of T's unused
group. Thus, T's $100,000 general business credibnsolidated tentative minimum tax for Year 2.section 38 credits in the consolidated section 38
arising in Year 1 is subject to a SRLY limitation in Therefore, T's contribution to the consolidated seceredits for Year 2.
the P group. The amount of T's unused section 3on 38(c) limitation for Year 2 equals its share of (iii) The following table shows similar informa-
credits from Year 1 that are included in the consolieonsolidated net income tax minus its share of corion for the group for Year 3:

Year 3 Group P’s T's

share share

of col. 1 of col. 1

1. consolidated taxable income $1,200 $1,500 $(300)

2. consolidated net regular tax $420 $525 $(105)

3. consolidated alternative minimum taxable income $1,500 $1,700 $(200)

4., consolidated tentative minimum tax $300 $340 $(40)

5. consolidated net income tax $420 $525 $(105)
6. greater of line 4 or 25% of (line 2 minus $25,000) $300

for the group

7. consolidated §38(c) limitation (line 5 minus line 6) $120

(iv) The amount of T's unused section 38 creditsax. Applying the principles of section 1552 and (e) * kK

from Year 1 that are included in the consolidate@1.1502—-33(d) (taking into account, for example, (3) Special effective dateThis para-
section 38 credits for Year 3 may not exceed T's aghat T's positive earnings and profits adjustmentéraph (e) applies onIy to a consolidated
gregate contribution to the consolidated sectionnder §81.1502—33(d) reflects its losses actually a .

38(c) limitation for Years 2 and 3. For Year 3, thesorbed by the group), T's contribution is $(105,000§€tUrn change of ownership that occurred
group determines the consolidated section 38(c) linminus $(40,000), or $(65,000). T's aggregate contrduring a consolidated return year for
itation by reference to the consolidated tentativéutions to the consolidated section 38(c) limitatiorwhich the due date of the income tax re-
minimum tax for Year 3. Therefore, T's contributionfor Years 2 and 3 is $120,000 + $(65,000), of,rn (without extensions) is on or before
to the consolidated section 38(c) limitation for Yea$55,000. The group may include $55,000 of T’
3 equals its share of consolidated net income taxear 1 unused section 38 credits in its consolidat%\flamh 13, 1998. See paragraph (d)(4) of

minus its share of consolidated tentative minimunsection 38 tax credit in Year 3. is section for an optlonal effective date

June 12, 2000 1254 2000-24 |.R.B.



rule (generally making the rules of thisdate of the income tax return (without exyear; reduced by
paragraph (e) also inapplicable if the contensions) is on or before March 13, 1998). (2) The aggregate of the member’s

solidated return change of ownership oce* * * * minimum tax credits arising and absorbed
curred on or after January 1, 1997, and in all consolidated return years (whether
during a consolidated return year fof1-1502-4T [Removed] or not absorbed by the member).

which t_he due date _of the_ income tax re- p4r 5 Section 1.1502—4T is removed. (B) Conjput_ational rules—(l)_ Mem-
turn (without extensions) is on or before pa. g section 1.1502—21 is amendegde!'s contribution to the consolidated sec-

March 13, 1998). by revising paragraph (c)(2)(ix) to read agon 53(c) Iimit:_;ltion Except as provided
*okok ok k follows: in the special rule of paragraph
_ ; (h)(4)(iii))(B)(2) of this section, a mem-
81.1502-3T [Removed] §1'3§22 21 Net operating losses. ber’s contribution to the consolidated sec-
Par. 3. Section 1.1502-3T is removed. (c)*** tion 53(c) limitation for a consolidated re-
Par. 4. Section 1.1502—4 is amended (2) * * * turn year equals the member’s share of
by revising paragraphs (f)(3) and (g)(3) to (ix) Application to other than loss car- the consolidated net regular tax liability
read as follows: ryovers Paragraph (g) of this section andninus its share of consolidated tentative
§1.1502-4 Consolidated foreign taxthe phrase “or for a carryover that wa§"nimum tax. The group computes the
credit. subject to the overlap rule described if"€Mber’s shares by applying to the re-
I paragraph (g) of this section orSpective con_sohdated amounts the princi-
(f)* * * §1.1502-15(g) with respect to anothePles of section 1552 and the percentage

(3) Limitation on unused foreign taxgroup (the former group)” in this para-method under §1.1502-33(d)(3), assum-
ng a 100% allocation of any decreased

credit carryover or carryback from sepa-graph (c)(2) apply only to carryovers of9 & 1Y
rate return limitation years Paragraphs net operating losses, net capital losse@X liability. The group makes proper ad-
(f)(1) and (2) of this section do not applyand for taxable years for which the dudUStments so that taxes and credits not

for consolidated return years for whichdate (without extensions) of the consoli{@Kén into account in computing the limi-

the due date of the income tax returdated return is after May 25, 2000, to ca&tion under section 53(c) are not take,:n
(without extensions) is after March 13ryovers of credits described in sectiofl© &ccount in computing the member’s
1998. For consolidated return years fo83(a)(2). Accordingly, as the contexthare of the consolidated net regular tax,
which the due date of the income tax remay require, if another regulation refertC: (See, for example, the taxes de-
turn (without extensions) is after Marchences this section and such other reguiS¢TiP€d in section 26(b) that are disre-
13, 1998, a group shall include an unusetibn does not concern a carryover of nélarded in computing regular tax liability.)
foreign tax of a member arising in aoperating losses, net capital losses, or for (2) Adjustment for year in which alter-
SRLY without regard to the contributiontaxable years for which the due dat&@tive minimum tax is paid=or a consol-
of the member to consolidated tax liabil{without extensions) of the consolidateddated return year for which consolidated
ity for the consolidated return year. Seeeturn is after May 25, 2000, carryoverd€ntative minimum tax is greater than
also §1.1502-3(d)(4) for an optional efof credits described in section 383(a)(2)cOnsolidated regular tax !lab|I|ty, the
fective date rule (generally making thehen such reference does not include a rédfoup reduces the member’s share of the
rules of paragraphs (f)(1) and (2) of thierence to such paragraph or phrase. consohdateo! tentative minimum tax by
section also inapplicable to a consolidateti* * * * the member_s_share of the consolidated
return year beginning on or after January Par. 7. Section 1.1502-55 is added 3/{€"native minimum tax for the year. The
1, 1997, if the due date of the income taread as follows: group determines the member’s share of
return (without extensions) for such yeag1.1502-55 Computation of alternativéconsolidated alternative minimum tax for
is on or before March 13, 1998). minimum tax of consolidated groups, ~ & Year using the same method it uses to
(Q)* ** (a) through (h)(3) [Reserved]. det_ermlne th_e member’s share_ of the con-
(3) Special effective date for CRCO (h)(4) Separate return year minimumSelidated minimum tax credits for the
limitation. Paragraphs (g)(1) and (2) oftax credit year. _ _ _
this section apply only to a consolidated (i) and (i) [Reserved]. (3) Years included in computatioror
return change of ownership that occurred (iii)(A) Limitation on portion of sepa- PUrPoses of computing the limitation
during a consolidated return year forate return year minimum tax credit aris-Under this paragraph (h)(4)(iii), the con-
which the due date of the income tax reing in separate return limitation years Selidated return years of the group include
turn (without extensions) is on or beforeThe aggregate of a member's minimur@Nly those years, including the year to
March 13, 1998. See alsotax credits arising in SRLYs that are in\Vhich a credit is carried, that the member
§1.1502—3(d)(4) for an optional effectivecluded in the consolidated minimum ta{'@S b1een continuously included in the
date rule (generally making the rules otredits for all consolidated return years 087OUP'S consolidated return, but exclude
paragraph (g)(1) and (2) of this sectiorthe group may not exceed— any years after the year to which the
also inapplicable if the consolidated re- (1) The aggregate for all consolidatefreditis carried.
turn change of ownership occurred on areturn years of the member's contribu- (4) Subgroup principles The SRLY
after January 1, 1997, and during a cortions to the consolidated section 53(cuPgroup principles under
solidated return year for which the dudimitation for each consolidated return31-1502-21(c)(2) apply for purposes of
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this paragraph (h)(4)(iii). The predecesrespect to that carryover and with respect 1. In paragraph (a)(2), the last sentence
sor and successor principles undeto which the SRLY register (the aggregatées amended by removing the language
81.1502-21(f) also apply for purposes obf the member’s or subgroup’s contribu1.1502-3T(c)(4)” and adding
this paragraph (h)(4)(iii). tion to consolidated section 53(c) limita-*1.1502-3(d)(4)” in its place.

(5) Overlap with section 383 The tion reduced by the aggregate of the mem- 2. In paragraph (b)(1)(v), the last sen-
principles under §1.1502-21(g) apply fober’s or subgroup’s minimum tax creditdence is amended by removing the lan-
purposes of this paragraph (h)(4)(iii). Foarising and absorbed in all consolidateduage “1.1502-3T(c)(4)” and adding
example, an overlap of this paragrapheturn years) began in a taxable year fdi.1502—-3(d)(4)” in its place.

(h)(4)(iii) and the application of sectionwhich the due date of the return is on or

. . L Robert E. Wenzel,
383 with respect to a credit carryover ocbefore May 25, 2000, the principles of o

. . . . Deputy Commissioner
curs if a corporation becomes a membe§1.1502-21(c)(2) shall be applied without of Internal Revenue
of a consolidated group (the SRLY eventjegard to the phrase “or for a carryover ‘
within six months of the change date of athat was subject to the overlap rule deapproved May 8, 2000.
ownership change giving rise to a sectioncribed in paragraph (g) of this section or

383 credit limitation with respect to that§1.1502—15(g) with respect to another Jonathan Talisman,
carryover (the section 383 event), witlgroup (the former group).” Deputy Assistant Secretary
the result that the limitation of this para- (2) Overlap rule Paragraph of the Treasury.

graph (h)(4)(iii) do_e_s not apply. See(h)(4)(iii)(B_)(§) of f[his section (r_elating to (Filed by the Office of the Federal Register on May
881.1502-21(g)(2)(ii)(A) and 1.383-1;overlap with sect_|on 383) applies tq taxX34 2000, 8:45 a.m., and published in the issue of the
see also §1.1502-21(g)(4) (subgroupble years for which the due date (withOUtederal Register for May 25, 2000, 65 F.R. 12717)
rules). extensions) of the consolidated return is

(C) Effective date—(1) In general after May 25, 2000. For purposes of para-
This paragraph (h)(4)(iii) generally ap-graph (h)(4)(iii)(B)(9 of this section, section 6601.—Interest on
plies to consolidated return years foonly an ownership change to which seqynderpayment, Nonpayment, or
which the due date of the income tax retion 383, as amended by the Tax Refor xtensions of Time for Payment
turn (without extensions) is after MarchAct of 1986 (100 Stat. 2095), applies an f Tax '
13, 1998. See §1.1502-3(d)(4) for an opwhich results in a section 383 credit limi-
tional effective date rule (generally mak+ation shall constitute a section 383 evensg crr 301.6601-1: Interest on underpayments.
ing this paragraph (h)(4)(iii) also applica-The optional effective date rule of
ble to a consolidated return yea§1.1502-3(d)(4) (generally making this What are the rules for applying the net interest
beginning on or after January 1, 1997, iparagraph (h)(4)(iii) also applicable to g2t °f 2ero under § 6621(d) of the Code to interest

. . . accruing on or after October 1, 1998. See Rev. Proc.

the due date of the income tax returgonsolidated return year beginning on 0jyno_26, page 1257.
(without extensions) was on or beforafter January 1, 1997, if the due date of
March 13, 1998). the income tax return (without exten-

(i) Contribution years In general, a sions) was on or before March 13, 1998¢ation 6611 .—Interest on
group does not take into account a consatioes not apply with respect to paragrapb
idated taxable year for which the due datéh)(4)(iii)(B)(5) of this section (relating to
of the income tax return (without extenthe overlap rule). 26 CFR 301.6611—1: Interest on overpayments.

sions) is on or before March 13, 1998, in
o : ’ 1.1502-55T [Removed i i
determining a member’s (or subgroup’s) § [ ] What are the rules for applying the net interest
rate of zero under § 6621(d) of the Code to interest

contrlbgthns_to the consol_ldated section Par. 8. Section 1.1502-55T is F€ % ceruing on or after October 1, 1998, See Rev. Proc.
53(c) limitation under this paragraphmoved. 2000-26, page 1257.

(h)(4)(iii). However, if a consolidated Par. 9. Section 1.1502-98 is amended

group chooses to apply the optional effedsy adding a sentence immediately follow-

tive date rule, the consolidated groupng the first sentence to read as follows: gection 6621 .—Determination

shall not take into account a consolidated§1.1502-98 Coordination with section 4f Rate of Interest

taxable year beginning before January 1,383.

1997 in determining a member’s (or sub- * * * For example, subgroups with re-26 CFR 301.6621-1: Interest rate.

group’s) contributions to the consolidatedpect to the carryover of general business

. L . . . - _ What are the rules for applying the net interest
section 53(c) limitation under this paracredits, minimum tax credits, unused for-_ "= ° * = § 6621(d) of the Code to interest

graph (h)(4)(iii). eign tax, and net capital loss are deteg—ccruing on or after October 1, 1998. See Rev. Proc.
(i) Special subgroup ruleln the event mined by applying the principles of2000-26, page 1257.

that the principles of §1.1502—-21(g)(1) d&1.1502-91(d)(1). * * *
_not apply to a particular credit carryover §1.1502-9A [Amended]
in the current group, then solely for pur-
poses of applying this paragraph Par. 10. Section 1.1502-9A is
(h)(4)(iii) to determine the limitation with amended as follows:

verpayments
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Part lll. Administrative, Procedural, and Miscellaneous

26 CFR 601.105: Examination of returns and (2) Section 6611(a) provides that in-determining whether equivalent amounts
claims for refund, credit, or abatement; ;

g DA terest must be allowed and paid on angf overpayment and underpayment overlap
determination of correct tax liability. (Also Part |, i . . .
sections 6601, 6611, 6621: 301.6601—1, overpayment in respect of any internalor a particular period. That report also
301.6611-1, 301.6621-1.) revenue tax at the overpayment rate estaprovides that the net interest rate of zero

lished under § 6621. Section 6611(b)(1applies even when special rules increase
provides that, in the case of a credit, intetthe rate of interest for large corporate un-
est must be allowed and paid from thelerpayments under § 6621(c), or decrease
SECTION 1. PURPOSE date of the overpayment to the due date die rate of interest for large corporate over-
) , _ the amount against which the credit ipayments under 8 6621(a).

This revenue procedure provides guidey o section 6611(b)(2) provides that, .04 Interest accruing on or after Octo-
ance regarding the application 0fy e cage of a refund, interest must be aber 1, 1998,
§ 6621(d) of the Internal Revenue Code tpy e and paid from the date of the over- (1) Section 3301(c)(1) of the RRA
interest accruing on or after October 1,y nent 10 a date preceding the date states that § 6621(d) generally applies to
1998. Section 6621(d) was enacted By,o refund check by not more than 3anterest for periods beginning after July
§ 3301 of the Internal Revenue Servicg,, o 22, 1998 (i.e., interest accruing on or after
Restructuring and Reform Act of 1998 5 yterest rates in general. October 1, 1998).
(RRA), Pub. L. No. 105-206, 112 Stat. (1) For interest accruing before Janu-  (2) In enacting § 6621(d), Congress
741, and was amended by § 4002(d) ofry 1 1999, § 6621(a)(1) provides that thenticipated that in situations in which in-
the Tax and Trade Relief Extension ACt Ofehayment rate is the federal short-tertterest is both payable and allowable by
1998, PUb'_ L. No. 105_27,7' 112 Statqe (determined under § 6621(b)) plus the same taxpayer for the same period, the
2681. Section 6621(d) provides for a ner’ﬁercentage points. For interest accruingecretary will make all reasonable efforts
interest rate of zero to the extent of OVels, o atter January 1, 1999, § 6621(a)(1p offset the liabilities, rather than process
lapping tax underpayments and tax PveErovides that the overpayment rate is thénem separately using the net interest rate
payments, and generally applies to intelg,yo o short term rate (determined undesf zero. See H. R. Conf. Rep. No. 599,
est for.penpds begmnmg_ after July 22§ 6621(b)) plus 3 percentage points (205th Cong., 2d Sess. 257 (1998).
1998 (i.e., interest accruing on or aftepecantage points in the case of a corpora-  (3) Section 3301(c)(1) of the RRA
October 1, 1998). The net interest rate §f, ) - 14 the extent that an overpaymendoes not impose preconditions to apply-
zero in § 6621(d) also applies to interesfs 1oy 1y 4 corporation exceeds $10,000ng the net interest rate of zero in §
for periods beginning before July 22,0 oyerpayment rate is the federal shor6621(d) to interest accruing on or after
1998 (i.e., interest accruing before OCtOg, rate plus 0.5 percent. October 1, 1998. Thus, for interest accru-
ber 1, 1998), provided certain conditions 5y gection 6621(a)(2) provides thaing on or after October 1, 1998, there is
are met. Rev. Proc. 99-43, 1999-4f . qerpayment rate is the federal shomo statutory requirement that the taxpayer
I.R.B. 579, which modifies and superyg m rate (determined under § 6621(b)jequest that the Service apply § 6621(d).
sedes Rev. Proc. 99-19, 1999-13 L.R.By, ;s 3 percentage points. Special rules i~ (4) The Service does not currently
10, Pro"'des guidance on the condmo_ng 6621(c) increase the underpayment rateave the ability to automatically apply the
applicable to requests for the applicatio, |arge corporate underpayments by amet rate of zero in § 6621(d). Congress
of a net interest rate of zero to interest agyygitional 2 percentage points. recognized this current limitation and in-
cruing before October 1, 1998. Section  g3|erest for overlapping periods.  tended that until such time as procedures
3.02(1) of Rev. Proc. 99-43 states that (1) gection 6621(d), as enacted bgre implemented that allow for the auto-
the Service intends to provide furthey,e prA on July 22, 1998, provides thatmatic application of § 6621(d) by the Ser-
guidance for interest accruing for periodg, e extent that for any period interest isice, the Service will promptly and care-
on or after October 1, 1998. This revenug,, aje under subchapter A (8§ 6601 arfdlly consider any taxpayer's request to
procedure provides guidance on the applsgn) angd allowable under subchapter Bave interest charges recalculated in ac-
cation of § 6621(d) for interest accruings 6611) on equivalent underpaymentsordance with § 6621(d). See H. R. Rep.
on or after October 1, 1998. and overpayments by the same taxpay®lo. 364 (Part 1), 105th Cong., 1st Sess.
SECTION 2. BACKGROUND of _tax imposed by the Code, the net raté4 (1998); S. Rep. No. 174, 105th Cong.,

of interest under § 6621 on such amoun®&d Sess. 62 (1998).
.01Interest computations in general. is zero for such period.
(1) Section 6601(a) provides, in gen-  (2) The Conference Report, H. RSECTION 3. SCOPE

eral, that if any amount of tax imposed byConf. Rep. No. 599, 105th Cong., 2d Sess. .01 Applicability. This revenue proce-
the Code is not paid on or before the la57 (1998), accompanying the RRA proy e applies to the application of the net
date prescribed for payment, interest owvides that the net interest rate of zero is afhterest rate of zero in § 6621(d) to inter-
such amount must be paid for the periodlied without regard to whether the overgg; for periods beginning after July 22,
from such last date to the date paid at theayment or underpayment is currently ggg (i.e., interest accruing on or after
underpayment rate established under &utstanding. Further, each overpayment @§.qper 1, 1998).
6621. underpayment is considered only once in

Rev. Proc. 2000-26
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.02 Inapplicability. This revenue pro- .02 Applicable periods of limitation zero by increasing overpayment interest

cedure does not apply to: The applicable periods of limitation are a®wed to the taxpayer.
(1) the application of the net interesfollows:

rate of zero in § 6621(d) to interest for pe- (1) Underpayment interestA claim SECTION 5. PROCEDURES FOR
riods beginning before July 22, 199&(, for credit or refund of interest paid on arREQUESTING THE NET RATE OF
interest accruing before October 1, 1998)nderpayment pursuant to 8 6601 or 6605ER0O
(see Rev. Proc. 99-43 for guidance regenerally must be filed within 3 years 1 Form to file Except as provided in
garding interest accruing before Octobefrom the time the tax return was filed or Z,otion 5.06 of this revenue procedure, re-

1, 1998); years from the time the interest was pa"ﬁuests for the application of the net inter-
(2) interest accruing on or after Januwhichever period expires later, pursuanig; rate of zero in § 6621(d) with respect

ary 1, 1999, for taxpayers other than cotto § 6511. to interest accruing on or after October 1,
porations (the interest rate on underpay- (2) Overpayment interestA claim 1998, should be made on Form 843,
ments and overpayments is equal for sudbr payment of additional interest allow-c|5im for Refund and Request for Abate-
taxpayers on or after January 1, 1999); able on an overpayment pursuant tgant

(3) an overpayment or underpaymeng 6611 must be filed within the 6-year pe-  5o\where to file A Form 843 request-
for any period during which interest onriod in which a suit must be filed pursuan}ng the net rate of zero solely with respect
the overpayment or underpayment is ndb 28 U.S.C. 8§ 2401 and 25085e€eReV. 4 interest accruing on or after October 1,
allowable or payable by law (e.g., the 45Rul. 56-506, 19562 C.B. 959. A tax-1998’ should be sent to the Internal Rev-
day interest disallowance rule undepayer’s request for application of the nef, e service Center where the taxpayer
8§ 6611(e)); or interest rate of zero under the procedurggaq its most recent federal income tax re-

(4) the extent of an offset made purdescribed in section 5 of this revenue prqy; .
suant to 88 6402(a) and 6601(f), regardzedure does not protect the taxpayer's o3| gpel The taxpayer should label
ing the crediting of an outstanding overfights with respect to suits against the,, top of the Form 843: “Request for Net
payment against an outstandingovernment pursuant to 28 U.S.C|terest Rate of Zero Under Rev. Proc.
underpayment. §§ 2401 and 2501. The only manner iBnno_26.”

which a taxpayer can fully protect its o4 rjling requirements for Form 843
rights to additional overpayment interest (1) Line 1 should be left blank.

is by filing a civil suit against the United (2) The taxpayer may, but is not re-

States prior to the termination of theyireq o0, place a dollar amount on Line
.01 In general The Service will take -year statutory period set forth in 2

reasonable steps to identify overlapping's'c' 88 2401 and 2501SeeRev. Rul.

periods of tax overpayments and unde 7-242,1957-1 C.B. 452. tax and type of return covered by the re-
payments and apply the net interest rate of ‘03 Net Rate of Zero In general, the ¢ est. More than one box may be
zero in § 6621(d) to interest accruing on operVice will apply the net rate of zero agpecked if more than one type of tax or
after October 1,1998. In such instance£o!lows: _ S return is covered by the request. In addi-
the Service will provide a copy of the in- (1) If the period of limitation for re- i, any taxes imposed by the Code (or
terest computation to the taxpayer. HowtUnding underpayment interest (as de€ggyyrns for those taxes) for which there is
ever, because the Service is currently uscriPed in section 4.02(1) of this revenug, pox on Line 3 should be written in on
able to automatically apply the net interedt"0c€dure) is open at the time a claim (3§ ¢ jine.

rate of zero in § 6621(d), there may be indescribed in sections 5.01 through 5.04 of 4y | jne 4 should be left blank.
stances when the Service fails to identitﬁt}"'S revenue procedure) is filed or a writ- 5y jne 5 should:

periods of overlap and apply the net inte€" request (as described in section 5.06 (a) identify the taxable periods for
est rate of zero. To ensure that taxpayefd this revenue procedure) is made, thghich the taxpayer overpaid and under-
receive the benefit of the net interest ratg€"vice Will apply the net rate of zero byy,iq jts tax liability. A separate Form 843
of zero in all applicable situations, taxpayd€creasing underpayment interest owgd no¢ required for each separate taxable
ers should request the net interest rate BY the taxpayer. S period involved in the request;

zero (or request the Service to recompute  (2) If the period of limitation for re- (b) state when the taxpayer paid
the net interest rate of zero if the taxpaydMNding underpayment interest (as dégg (ax if the underpayment is no longer
disagrees with a Service computation ofcriPed in section 4.02(1) of this revenugisianding:

the net interest rate of zero) on or beforBrocedure) is closed at the time a claim (c) state when the taxpayer re-
the date on which the last applicable pd@S described in sections 5.01 througfgjyed a refund of tax if the overpayment
riod of limitation (as described in sectiorP:04 Of this revenue procedure) is filed 0fg g |onger outstanding:

4.02 of this revenue procedure) closes arftiWritten request (as described in section (d) identify and establish the pe-
according to the procedures in section 5 or08 Of this revenue procedure) is madgjqq(s) for which the taxpayer’s overpay-
this revenue procedure. Requests will BRUt the period for paying additional overyent ‘and underpayment overlapped and
required until such time as the Service cap@yYment interest (as described in sectige gyerlapping amount. For this pur-
automatically apply the net interest rate of-02(2) of this revenue procedure) i$,nse  the taxpayer should provide any
zero. open, the Service will apply the netrate o5k ground material (such as copies of

SECTION 4. IDENTIFYING PERIODS
FOR WHICH THE NET RATE OF
ZERO APPLIES

(3) Line 3 should indicate the type of
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examination reports, notices, or prior in- .06 Special procedureNo Form 843 is terest accruing before October 1, 1998,
terest computations provided by the Serequired when a computation of interespursuant to either Rev. Proc. 99-19 or
vice) relating to the overpayments and unising the net interest rate of zero under Bev. Proc. 99-43, then that taxpayer
derpayments. The background material 8621(d) for interest accruing on or aftedoes not have to make a separate request
needed to assist the Service in determi®ctober 1, 1998, is requested by a taypursuant to this revenue procedure for the
ing the period(s) for which the overpay-{payer in connection with a return (or reportion of the overlapping period identi-
ment and underpayment overlap, and therns) of the taxpayer under consideratiofied in that request that affects interest ac-
amount of such overlap; by any function of the Service (includingcruing on or after October 1, 1998. The
(e) state that, to the extent ofExamination, Appeals, or a case before &ervice will apply the net interest rate of
equivalent amounts of underpayment anfiéderal court that requires a computatiomero to interest accruing for the entire
overpayment for the period(s) identifiedof interest by any function of the Service)overlapping period identified in the previ-
and established under section 5.04(5)(d3ather than filing a Form 843, the tax-ously filed request at the time such re-
of this revenue procedure, the period()ayer should provide the contact repreguest is processed. Similarly, if a tax-
has (have) been used only once in a reentative of such function a letter or writpayer anticipates that a request will be
guest to obtain the net interest rate of zetten statement that: filed pursuant to Rev. Proc. 99-43, then
under § 6621(d); however, if the full (1) states that the taxpayer is requesthe taxpayer may request the net interest
amount of the overpayment or underpaying the net interest rate of zero underate of zero for the entire overlapping pe-
ment is not used in a netting calculation§ 6621(d); riod and will not be required to make a
the remaining portion may be used in an-  (2) indicates the type of tax and typeseparate request under this revenue proce-
other netting calculation; and of return that affects the interest computadure for the portion of the overlapping pe-
(f) provide a computation, to thetion for the taxable period under consideraiod that affects interest accruing on or
extent possible, of the amount of interedton; after October 1, 1998. The Service will
to be credited, refunded, or abated to pro- (3) states when and for what period(sqpply the net interest rate of zero to inter-
vide a net interest rate of zero for the pahe refund or payment (that affects the inest accruing for the entire overlapping pe-
riod(s) of overlap. This computation genterest computation for the taxable periodiod identified in the request at the time
erally should be made by applyingunder consideration) was made; and such request is processed.
§ 6621(d) to reduce the taxpayer’s under-  (4) states that, to the extent of equiva-
payment interest payable to the Servicdent amounts of overpayment or underpaﬁECTlON 6. EFFECTIVE DATE
However, if the Form 843 is filed aftgrment, the peri_od(s) set forth under section Tpis revenue procedure is effective for
De(_:emb_er 31, 199_)9,_ and or_1|_y the perio8.06(3) of thls_ revenue proce_dure hage application of the net interest rate of
of I|m|tat|o_n for clalmlng additional over- (hgve) not prewously been applied to 0bsq.5 in § 6621(d) to interest accruing on
payment interest is open on that filingain a net interest rate of zero under § ser October 1, 1998.
date, the computation should be made §621(d).
applying 8 6621(d) to increase the tax- .07 Special procedure verificatiomhe DRAFTING INFORMATION
payer’'s overpayment interest payable byefund or payment provided under section o .
the Service. 5.06(3) of this revenue procedure is sub- '€ Principal author of this revenue
.05 Veerification The amounts used in aject to verification by the Service and maypProcedure is John J. McGreevy of the Of-
computation provided under sectiorbe subject to adjustment for purposes ¢{c€ Of Assistant Chief Counsel (Income
5.04(5)(f) of this revenue procedure areomputing the net interest rate of zerd @ and Accounting). For further infor-
subject to verification by the Service angpursuant to § 6621(d). mation regarding this revenue procedure,
may be subject to adjustment for purposes .08 Coordination of requestslf a tax- contact Mr. McGreevy on (202) 622-4910
of computing the net interest rate of zerpayer has made a request for the applic§20t & toll- free call).
pursuant to § 6621(d). tion of the net interest rate of zero for in-
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For examplaodified
following defined terms to describe theclarified, above). and supersededlescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
AbbreV|at|0nS ER—Employer. PO—Possession of the U.S.
ThelfoIIow(ijng_ﬁlbbreviati‘ons in C'UrlrenthL'jSI'e] ?jn_d f?{'ERISA—Emponee Retirement Income Security Act.PR—Partner.
réwue”r;i::se will appear in material published in t C e Executor. PRS—Partnership.

F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Individual. . :

) FC—Foreign Country. Pub. L—Public Law.
gflifc.gwelscence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
BE nBIVI ;J_a_' FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BK_BenE clary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.

—Bank. . .
F.R—Federal Register. S—Subsidiary.
B.T.A—Board of Tax Appeals.
C —individual FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
N y . FX—Foreign Corporation. Stat—Statutes at Large.
C.B—Cumulative Bulletin. GCM CQ:]_ pr 's M d T ‘C i 9
CFR—Code of Federal Regulations. .C.M—Chief Counsel’s Memorandum. —Target Corporation.
Cl—City. GE—Grantee. T.C—Tax Court.
COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision GR—Grantor. TFE—Transferee.
CY—County. IC—Insurance Company. TFR—Transferor.
D—Decedent I.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.
DE—Donee. LP—Limited Partner. TR—Trust.
Del. Order—Delegation Order. LR—Lessor. TT—Trustee.
DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.
E—Estate. O—Organization. Y—Corporation.
EE—Employee. P—Parent Corporation. Z—Corporation.
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